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UNITED   STATES  DEPARTMENT  OF  AGRICULTURE 
Bureau  of  agricultural  Economics 
Washington 


December  28,    1939 


THE      COTTON     SITUATION 


Summary 

A  number  of  developments  have  contributed  to  the  rapid  rise  in 
cotton  prices  during  the.  past  month.  These  developments  include  the  con- 
tinued high  level  of  domestic  mill  consumption ,  large  renortnd  sales  of 
American  cotton  for  export,  the  high  or  increased  rate  of  consumption  in 
several  important  foreign  countries,  and  possibly  considerable  investment 
or  speculative  buying  in  foreign  countries.   The  rise  in  domestic  cotton 
prices  -  to  the  highest  level  in  more  than  P  years  -  has  resulted  in  a 
considerable  reduction  in  the  auantity  of  cotton  held  by  the  Government 
as  collateral  on  loans. 

In  November  domestic  mill  consumption  was  about  one-sixth  larger 
than  in  November  193^>  r-n'^  f°r  the  second  consecutive  month  set  a  record  high 
for  the  month.   In  late  November  and  early  December  mill  activity  declined 
somewhat  but  continued  at  exceptionally  high  levels.  During  November  and 
in  the  early  oart  of  December  manufacturers'  sales  of  cotton  textiles  con- 
tinued much  below  production.  During  the  second  week  of  December,  however, 
heavy  sales  of  cotton  goods  materially  im/oroved  the  position  of  cloth 
manufacturers  * 


The  I9U0  Agricultural  Outlook  Chart  Book 
for  Cotton  is  now  available  to  readers  of  The 
Cotton  Situation.   Any  reader  who  wants  a  cony  may 
obtain  it  upon  reouest  to  the  Division  of  Economic 
Information,  Bureau  of  Agricultural  Economics, 
Washington,  D.  C. 
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Recent  reports  iridicate  that  in  Great  Britain,  Italy,  Holland,  and 
Japan'  cotton  mill  activity  either  is  continuing  at  a  high  rate  or  has  in- 
creased considerably  during  the  past  few  weeks.  The  favorable  developments 
in  these  countries  appear  to  have  more  thr.ua  offset  the  declining  consumption 
which  appears  to  have  taken  place  in  the  German-controlled  area  and  in  a 
few  other  countries. 

Exports  of  American  cotton  from  August  1  to  December  lU  totaled 
2, 65^ » 000  bales  according  to  trade  data.   This  was  ^C  percent  more  than  in 
the  same  period  a  year  earlier  but  9  percent  less  than  in  the  like  period 
of  1937*  Registration  of  sales  and  deliveries  of  cotton  for  export  payments 
from  August  1  to  December  lU  totaled  about  ^-1/2  million  bales.   Such  regis- 
trations during  the  3  weeks  ended  December  lU  totaled  1,^00,000  bales,  under 
the  stimulus  of  the  announcement  in  early  December  of  reduction  in  the  ex- 
port payment  rate.  During  the  week  ended  December  21  registrations  totaled 
65,COO  bales,  about  half  the  total  of  the  smallest  orevious  week. 

Despite  reduced  exports  to  G-ermany,  total  exoorts  from  Egypt  and 
Brazil  were  larger  in   the  early  part  of  the  current  season  than  in  the  corres- 
ponding period  of  1938*  Exports  from  India  up  to  tho  end  of  October  were 
about  the  same  as  for  the  like  period  last  season.  Exports  to  Great  Britain 
from  all  three  of  these  countries  were  considerably  larger  during  the  early 
part  of  the  current  season  than  in  the  comparable  period  last  season. 

PRICES 

Domestic  prices  advance  20  percent  between  November  1_2_ 
and  December  13,  then  decline  slightly 

The  ten-market  avereg;e  of  Middling  7/S-incn  cotton  rose  from  0*29 
to  11.11  cents  per  round  between  November  13  and  December  13,  a  gain  of 
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approximately  20  percent.  A  large  -part  of  the  advance  during  this  -period 
occurred  in  the  first  13  days  of  December.  The  price  on  Decerr.her  13  was 
the  highest  since  August  1937  and  about  2-5/8  cents  or  31  percent  higher 
than  on  September  2,  just  prior  to  the  outbreak  of  the  European  War. 
Following  this  ranid  advance,  prices  declined,  and  on   December  26  the  ten- 
market  average  was  10. 69  cents,  about  two-fifths  cent  lower  than  on 
December  13  but  still  higher  than  at  any  time  between  August  1937  ^^  ~&e~ 
cember  1939*  ^e   average  price  from  December  1  to  26  of  10.74  cents, 
was  approximately  I.S9  cents  or  about  2?  percent  above  the  December  193& 
average. 

Several  factors  have  contributed  to  the  recent  advance  in  domestic 
cotton  mrices.   These  include  the  continued  high  level  of  domestic  mill 
consumption,  the  high  or  increasing  rate  of  consumption  in  several  im- 
portant foreign  countries  along  with  relatively  large  unfilled  orders  on 
hand,  large  reported  sales  of  American  cotton  for  export,  and  possibly 
considerable  investment  or  speculative  buying,  especially  in  foreign 
countries. 

Price  advances  in  Liverpool  considerably  greati  r  than 
in  United  Ste.tes 

Between  November  17  and  December  13  the  Livemool  price  of  American 
Middling  Fair  Staple  advanced  from  11. '41  cents  a  pound  to  14. 76  (converted 
at  the  current  day's  exchange  rate).   This  was  a  gain  of  nearly  30  oereent 
comoared  with  a  gain  of  approximately  2°  percent  in  domestic  markets.   As 
a  result  of  the  greater  advance  in  Liverpool  prices,  the  spread  of  Liverpool 
over  New  Orleans  increased  from  I.9H  cents  per  pound  on  November  13  to  3*^3 
cents  per  pound  on  December  13,  ^   increase  of  about  1-1/2  cents.  During 
this  r. eriod  transportation  costs  from  New  Orleans  to  Liverpool  (ocean 
freight  plus  insurance)  increased  about  1  cent  per  pound,  and  apparently 
account  for  most  of  the  increase  in  spread  of  Liverpool  over  New  Orleans. 
Another  factor  tending  to  increase  the  spread  was  the  announced  reduction 
in  the  United  States  Government's  export  payment  rate  from  I.5O  cents  to 
0.20  cent  per  pound. 

After  December  13  the  Liverpool  nrice  of  American  cotton  declined. 
somewhat  more  than  the  price  in  the  United  States,  and  on  December  15 
American  Middling  in  Liverpool  was  lU.05  cents,  or  3.O0  cents  above  the 
New  Orleans  price.   On  December  22,  however,  Liverpool  at  14. 71  cents  was 
3.39  cents  above  New  Orleans. 

Despite  the  sharp  rise  in  the  price  of  American  cotton  in  Liverpool, 
the  prices  of  Indian  Oomra  No.  1  and  Egyptian  Fully  Good  Fair  Uppers  were 
higher  relative  to  American  on  December  15  than  a  month  earlier.   As  com- 
pared with  the  situation  existing  immediately  before  the  domestic  Export 
Fayment  Program  went  into  effect,  Liverpool  prices  of  Indian  Oomra, 
Egyptian  Uppers,  and  Brazilian  Sao  Paulo  on  December  15  were  much  higher 
relative  to  American.  For  the  past  few  weeks  Brazilian  Sao  Paulo  has  been 
quoted  at  the  same  price  as  American  Middling. 
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EXPORTS 

United  States  exports  up  r'C  percent  over  last  season, 

"cut  until, r  thooe  in  19 37 

Exports  of  American  cotton  from  Jurist  1  to  November  30  were  about 
52--  percent  larger  than  the  very  small  experts  during  the  sane  period  last 
season,  according  to  data  released  "by  the  Bureau  of  the  Census.   They  were 
somewhat  smaller  than  exports  during  the  like  period  in  I937-38.  During  the 
month  of  November,  when  exports  were  materially  affected  by  the  ban  on 
shipping  as  a  result  of  the  Neutrality  Act,  domestic  exports  were  only  22 
percent  larger  than  in  November  19  38 •   According  to  trade  reports,  exports 
luring  the  first  2  weeks  of  "December  were  ^8  and  295  percent,  respectively, 
larger  thou  in  the  corresponding  weeks  of  last  season. 

From  August  1  to  December  lU-   domestic  exports  totaled  2,6^,000  "bale's, 
according  to  trade  data.   This  total  is  50  percent  larger  than  for  the  same 
period  a  year  earlier  "but  9  percent  smaller  than  for  the  like  period  of  1937* 
Exports  to  Great  Britain  during  this  U-i/ 2-month  -period  were  3-1/2  times  as 
large  as  in  the  same  period  last  year  but  slightly  less  than  in  the  corres- 
ponding period  of  1937*  Reported  exports  to  Germany,  on  the  other  hand,  were 
85  percent  smaller  than  from  August  1  to  December  15  in  1932.  Exports  to 
France  were  5  percent  larger  than  a  year  earlier  and  to  Italy  U5  percent 
larger.  Exports  to  many  of  the  other  European  countries  also  show  marked 
increases.  During  the  week  ended  December  21  exports  were  more  than  twice  as 
large  as  a  year  earlier.   The  August  1  to  December  21  total  of  2,850,000  bales 
wa.s  5^  percent  larger  than  the  total  to  the  corresponding  date  in  1938* 

Registration  of  sales  and  deliveries  of  cotton  for  export  payments  up 
to  December  lU  totaled  5»^'99ir'00  bales,   'This  represents  an  increase  of 
1, HOG, GOO  bales  over  the  reported  sales  end  deliveries  up  to  November  j0»     A 
large  part  of  this  increo.se  occurred  during  the  first  2  weeks  of  December  when 
the  export  oayment  rate  on  the  cotton,  registered  for  export  was  successively 
reduced  from  I.50  to  0.20  cents  per  pound.  Following  the  announcements  that 
the  rate  was  being  reduced,  there  was  a  sharp  increase  in  registration  to  fix 
the  rate  of  payment  before  it  was  further  reduced.'  3ut  during  the  week  ended 
December  21  reported  sales  ri.i   deliveries  dropped  to  65,000  bales  (see 
table  l) . 

Exports  of  foreign  cotton  also  show  increase 

From  August  through  October,  exports  from  India  were  approximately  the 

same  as  during  the  corresponding  period  last  season,  but  exports  from  Egypt 
were  19  percent  larger.   In  b^th  instances  exports  were  either  about  equal  to 
or  substantially  larger  than  in  the  corresponding  period  of  1937-"^  and  also 
larger  than  the  average  f">r  the  August-October  period  during  the  10  years 
ended  1937-38.   As  was  the  case  with  American  cotton,  exports  of  Indian  and 
Egyptian  cotton  to  Great  Britain  during  the  first  part  of  the  current  season 
were  considerably  larger  than  in  the  corresponding  r.oriod  last  season.  Exports 
both  from  India  and  Egypt  to  France  and  to  Germany,  on  the  other  hand,  were 
much  smaller  than  in  the  first  3  months  of  last  season.   In  November,  however, 
exports  to  France  were  three  times  as  large  as  a  year  earlier  and  from  August 
through  November  were  Ho  percent  larger  than  in  the  first  k   months  of  1938-39* 
Total  exports  from  Egypt  for  the  4-month  period  exceeded  the  total  for  the 
same  period  Last  season  by  nearly  20  percent. 
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Total  exports  from  Brazil  in  August  and  September  were  11  percent 
larger  than  the  record  high  exports  in  August  and  September.  1938.   ^n  this 
case,  too,  exports  to  Great  Britain  were  considerably  higher  than  in  the 
same  period  of  193*$  whereas  exports  to  France  and  Germany  were  smaller. 

Table  1.-  Cotton  and  cotton  products  export  sales  and  deliveries  as  reported 
to  the  Agricultural  Adjustment  Administration  -under  the  Export  Payment 

Program,  specified  periods  1/ 


Week 
ended 

Thursday 


•Aug. 


Sept 


Oct 


Nov. 


Dec. 


Jan. 


3 

io 

17 
24 

31 
■  7 
lU 

21 
28 

5 

12 

19 
26 

3C 
2 

9 
16 

23 

30 

5 

7 

ill 

21 

28 

k 


C 

:   Total   : 

for   : 

:   wi 

sek   : 

:  Running 

:   balos 

:  202 

,  50U 

:  201 

,62c 

:  22*+ 

S33  ■ 

:  218 

,644 

i   253 

,61c 

:  298 

.7*5 

:  272 

908 

:  270 

833 

:  227 

704 

:  20c 

,591 

:  197, 

010 

:  164 

791 

:  200 

,879 

:  12C 

3i4 

:  187, 

6% 

:  297, 

,934 

:  268, 

807 

:  608, 

952 

1  373, 

985 

:  397 

853 

:  64, 

545 

Cotton 


Cumulative 

total  from 

•July  27 


Cotton  -products 


Running 

bales 


303 
506 

707 

932 

1,151 

l,4o4 

1,703 

1,976 
2,247 
2,1+714 

2,680 

2,877 
3,01+2 

3,2'+3 

3,363 
3,551 

3,849 
4,117 
^,726 
5,  ico 
5,498 
5,563 


53s 
i-\2 
668 
501 
1U5 

775 
520 

428 
261 

965 
556 
566 
357 

236' 
550 
156 

000 
897 
8U3 
S3U 

087 
2^2 


Total 
for 
week 


Running 

bales 


7,27? 

5,fUi 

7,ioi 
4,338 

19,^7 

18,425 

20,517 

21,979 

1^,975 

9,976 

1^,377 

12,221 
12,730 
10,251 
25,570 

7,c99 
6 ,  248 

27 , 688 
11,193 
10,129 


Cumulative 
total  from 
July  27 


Cotton  and  cotton 
products 


Sunning 

bales 

4,4-11 

11,689 

17,530 
24,631 
29,029 

•  33,^73 

53,780 
72,205 
92,722 
114,701 
129,676 
139,652 
154,029 

166,250 
178,980 

189,231 
214/801 
222,400 
228,648 

256,3^6 

267,529 
277,658 


Total 
for 
week 


Cumulative 

total   from 

July  27 


Running 
bales 


209 
207 

231 
223 
258 
318 

291 
291 

24H 
220 
20  b 
170 

213 
133 
197 
323 
276 
615 

4oi 

409 
7* 


782 
467 
934 
342 

474 
652 

333 
30O 

683 

566 
986 
168 

100 

o44 
807 
504 
4o6 
200 

673' 
046 

■674 


Running 
bales 

3^7,9^9 

517,731 
725,198 
957,132 

1,180,174 
1,438,648 
1,757,300 
2,o4s,633 

2,339,983 
2,589,666 

2,810,232 
3,017,218 
3,196,386 

3,4oo,486 

3,5^2,530 

3,7^0,387 
4,063,891 
^,3^0,297 
^,955,^97 
5,357,170 
5,766,216 
•5,840,890 


Compiled  from  official  records-  of  the  Agricultural  Adjustment  Administration. 
1/  Under  the  Export  Payment  Program  exporters  have  or  will  receive  payments  from 
the  Department  of  Agriculture  ranging  up  to  I.50  cents  per  pound  for  all  cotton 
exported  between  July  27,  I939  and  July  31,  1940  provided  the  sale  or  delivery 
of  such  cotton  was  or  is  recorded  with  the  Department  during  certain  periods. 
Somewhat  comparable  payments  also  apply  in  the  case  of  cotton  products.  The  pay- 
ment rates  per  pound  for  raw  cotton  thus  far  announced  and  the  period  during  which 
the  rate  tc  be  received  was  determined  ~  by  the  registration  of  sales  or  de- 
liveries -  are:   July  27; to  December  5  inclusive,  I.50  cents;  December  6  and 
December  7,  C.75  cent;  December  8  to  December  11,  D,4o  cent;  and  from  December  11 
to  date  0.20  cent. 
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Table   2.-  Cotton:      Exports   from  specif 

1937-38,    and   seasons 


ied  countries ,    average   1928-29  to 
1937-38  to   date 


Country  of 
origin  and 
destination 


United  States  to 


•  •  •  •  • 


t  •  i 


Germany 
United  Kingdom 
France 
Italy  . 
Spain  . 
Belgium 
Canada 
Japan  . 
China  . 
Other  coun 
Total 


Egypt  to 

United ■ Kingdom 

France  

United  States 
Germany  . . . . . 

Italy 

Japan  . 

British  India 

Other  coun.  • 

Total  .... 

British  India  to 


Japan  . 
Italy  . 
China  . 
Belgium 
Germany 
United  Kingdom 
France  .... 
Other  coun. 
Total  .. 
Brazil  to 


Japan  

United  Kingdom 
Germany  .... 
France  . .... 

Italy 

Netherlands 
Belgium  .... 
Other  coun. 
Total  ... 


November 


10-yr.av. 
1928-29 

to 
1937-38 


1937 


1938 


1939 


1939 


as 


<£ 


of 
1938 


1,000 

running 

bales 


1,000  1,000  1,000 

run.   run.   run. 

bales  bales  bales 


176 

212 

110 

67 

26 

21 

33 

200 

4 

109 

958" 


119 

269 

130 

59 

0 

26 

34 

15 

0 

145 


34 

72 

65 

33 

0 

14 

32 

121 

6 

103 


0 
158 

49 
31 
25 
28 
46 
117 
42 
88 


Per- 
cent 

219.4 
75.4 
93.9 

200.0 
143.8 

96.7 
700.0 

85.4 


797 


584      121.7 


1,000        1,000    1,000   1,000 

bales        bales  bales  bales 

478   lb.    478   lb.  478  lb.  478  1b. 


Per- 
cent 


November 


85 
26 
12 
16 
15 
16 
7 
37 


72 
33 

5 
22 
11 

6 
17 
48 


48 
14 

5 
14 
11 
17 

6 
38 


61 

42 
4 

0 
10 
14 
19 
35 


127.1 

300.0 

80.0 

90.9 

82.4 

316.7 

92.1 


214 


214    153    185   120.9 


October 


48 
17 
12 
10 
11 
11 
6 


18 
3 
3 
7 
3 
7 
2 
7 


9 
5 
6 
8 
14 
6 


69 
2 

12 
0 

C 
21 

V 

9 


78.4 

22.2 

240.0 


150.0 
112.5 


123 


50    144 


113 


73.5 


September 


August  to  November 


10-yr.av. 
1928-29 

to 
1937-38 


1937- 
38 


1938- 
39 


1939- 
40 


1939- 
40  as 
a  %   of 
1938-39 


1,000 

run, 

bales 

602 

566 

349 

223 

88 

63 

31 

568 

10 

351 


2,879 


1,534  2,338      152.4 


1,000        1,000    1,000    1,000 
bales        bales  bales   bales 
478  lb.     478  lb.  478  lb.  478  Id. 
August  to   November 


Per- 
cent 


194 
69 
28 
46 
40 
37 
17 

113 


204 
94 
14 
82 
42 
18 
42 

129 


144 
50 
10 
73 
42 
51 
23 

114 


205 
70 
29 
12 
27 
60 
56 

147 


142.4 
140.0 
290.0 
16.4 
64.3 
117.6 
243.5 
128.9 


544 


625 


507   606  119.5 


August  to  October 


179 
43 
38 
30 
34 
35 
20 
31 


108 
20 
20 
24 
24 
27 
8 
32 


256 
18 
6 
17 
31 
45 
16 
34 


215 
5 

72 
8 
6 

55 
8 

51 


84.0 
27.8 
L2C0.0 
47.1 
19.4 

122.2 
50.0 

150.0 


408 


263   423 


420 


99.3 


August  to  September 


2/ 


15 
18 
42 
2 
2 
2 
1 
4 


18 
17 
18 
7 
1 
6 
2 
8 


12 

36 

0 

5 


66.7 

211.8 

71.4 
400.0 
133.3 
250  i'O 

62.5 


32 


86 


77 


75 


97.4 


2/ 


55 

45 

68 

7 

3 

4 

4 

17 


70 
61 
52 
33 
10 
12 
6 
17 


68 

63 

50 

22 

15 

16 
o 

42 


97.1 
111.5 
96.2 
66.7 
150.0 
133.3 
150.0 
247.1 


Compiled  from  official  sources,   l/  Less  th 
countries. 


72     205    261   290 
an  5C  !  bales.   2/  Not  available  by 


111.1 
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DEMAND  AND  CONSUMPTION 

UNITED  STATES :  Mill  consumption  at  new  high  level 

In  November  domestic  mill  consumption  was  about  one-isixth  larger 
than  in  November  1933  and  for  the  second  consecutive  month  set  a  record 
high  for  the  month.   Sales  of  cotton  textiles  by  manufacturers,  however, 
continued  much  below  production  during  November.  As  a  result  cloth  prices 
declined  somewhat,  mill  margins  narrowed,  and  unfilled  orders  were 
apparently  materially  reduced.  During  the  early  part  of  December,  on  the 
other  hand,  the  rapid  ri.se  in  cotton  prices  resulted  in  rather  heavy  sales 
of  cotton  cloth.  These  sales  improved  the  position  of  cloth  manufacturers 
and  will  prevent  domestic  mi"  1  activity  from  declining  as  soon  as  it 
otherwise  would.   Nevertheless,  it  is  expected  that,  in  view  of  the  ex- 
ceptionally high  present  rate  of  consumption  and  the  probable  decline  in 
business  activity,  cotton  mill  activity  may  decline  during  the  next  2  or 
3  months.  During  late  November  and  the  first  2  weeks  of  December,  mill 
activity  declined  somewhat,  but  consumption  in  the  month  of  December  may 
also  be  higher  than  in  any  previous  December. 

One  of  the  factors  which  appears  to  be  contributing  to  the  high 
rate  of  domestic  cotton  consumption  is  the  sharp  increase -in  jute  and 
burlap  prices  which  has  occurred  since  the  outbreak  of  the  European  War. 
The  heavy  demand  for  burlap  for  use  as  sandbags  in  European  countries, 
together  with  increased  transportation  costs,  are  no  doubt  largely  respon- 
sible for  the  marked  increase  in  domestic  burlap  prices  since  August. 

EUROPE  l/:  Mill  op e r at i or s  ana  business  mostly  active ,  except  in 
German  controlled  area 

The  European,  cotton  situation  during  November  and  the  first  half  of 
December  was  featured  by  the  wider  economic  ramifications  of  the  war,  with 
its  shipping  and  foreign  trade  problems,  aggravated  by  the  United  States 
neutrality  ban  which  prohibits  American  vessels  from  entering  the  zones 
of  war.  Cotton  mill  activity  and  business,  with  its  considerable  share 
of  orders  for  military  end  civil  defense  requirements,  remained  active 
in  most  European  countries,  but  was  further  reduced  in  the 
territory  under  German  control.   British  cotton  textile  exports  continued 
unsatisf actory . 

As  the  war  goes  on,  it  is  gradually  being  realized  by  the  trade 
that  war-time  economic  policy  and  policies  of  economic  warfare  will  soon 
tl  ;hten  their  grip  upon  the  control  and  direction  of  foreign  trade,  and 
that  the  cotton  industry  will  not  escape  being  affected.   While  so  far 
this  season  European  imnorts  of  raw  cotton,  notably  American,  have  been 
favored  by  a  variety  of  factors,  this  situation  is  now  on  the  verge  of 
a  change.  The  general  exigencies  of  war-time  conditions  in  the  belligerent 
countries,  it  ia  argued,  require  an  economic  policy  ruthlessly  bent  on 
a  successful  prosecution  of  the  war  -  an  economic  policy  in  which  the 
considerations  of  normal  sound  business  are  of  secondary  importance. 


1/  Based  largely  on  report  from  the  office  of  the  Agricultural  Attache, 
London,  dated  December  5,  1939 • 
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Accordingly,  in  Germany  and  the  countries  under  her  control  con- 
sumption is  being  restricted  to  a  very   low  level.   In  Great  Britain  and 
France  there  is  a  growing  tendency  toward  tighter  control  arid  regimentation . 
The  two  countries  have  adopted  a  general  policy  './hereby  imports  are  to 
be  largely  obtained  from  Europe  and  Ally  sources  of  supply  and  from  such 
other  countries  as  are  in  a  position  to  aceept  British-French  goods  as 
payment.  Imports  are  also  to  be  made,  on  a  larger  scale,  from  otherwise 
neglected  sources,  simply  in  order  to  forestall  Germany,  or  to  compensate 
some  countries  for  the  loss  of  the  German  market.   The  recently  announced 
coordination  of  Franco-British  economic  policy  is  certain  to  facilitate 
these  procedures.  In  the  field  of  raw  cotton  purchases  such  policies 
end  coordination  are  already  visible.  The  British  Government  recently 
undertook  to  buy  an  additional  quantity  of  Egyptian  cotton  if  and  when 
Alexandria  prices  weaken  below  a  specified  level.   It  is  also  said  that 
Britain  bought  the  entire  surplus  from  this  year's  Turkish  cotton  crop, 
and  that  this  cotton  is  desxined  for  the  French  mills.   British  bulk 
purchases  of  Brazilian  and  Peruvian  cotton  also  have  been  rumored,  but  have 
not  as  yet  been  confirmed. 

An  acute  shortage  of  freight  space  for  American  cotton  and  increased 
shipping  hazards  resulted  in  a  formidable  increase  in  the  rates  since  the 
end  of  October.   This,  along  with  apprehension  as  to  the  future  of  the 
supply  position,  the  Franco-British  buying  policy,  and  possibly  some  private 
speculative  or  investment  buying,  resulted  in  a  spectacular  rise  of 
Liverpool  quotations  for  American  cotton  during  November  and  the  first  half 
of  December.   The  increase  in  Liverpool  quotations  for  Middling  fair  staple 
from  November  3  to  December  15  amounted  to  nearly  ^5  percent,  compared  with 
a  22  percent  rise  in  the  New  Orleans  quotations. 

UNITED  KINGDOM 

Several  factors  have  so  far  tended  to  increo.se  British  imports 
and  consumption  of  raw  cotton  over  the  unfavorable  levels  of  the  first 
Hi-  months  of  last  season.   Largo  requirements  for  military  and  civil 
defense  purposes  are  of  considerable  importance  in  the  initial  stages 
of  the  war,  and  a  reduction  ir  civilian  consumption  will  not  come  until 
a  later  date.   Thus  far  it  is  not  unlikely  that  there  have  been  important 
civilian  purchases  of  goods  against  subsequent  price  rises.  Port  and 
mill  stocks  at  the  beginning  of  the  season  were  extremely  small  and  some 
replenishment  seemed  to  be  required,  particularly  under  war-time  condi- 
tions.  The  British  Government's  purchase  of  a  substantial  quantity  of 
American  cotton  under  the  Cotton-Rubber  agreement  is  .also  a  factor. 
Moreover,  there  were  considerable  imports  of  American  cotton  in  antici- 
pation of  the  United  States  neutrality  ban  on  American  shipping  to  the 
zones  of  war.  It  is  gradually  b eing  realized  that  economic  warfare  will 
inevitably  be  tightened  up  as  the  war  goes  on,  and  that  the  general 
exigencies  of  war-time  conditions  may  not  permit  as  free  a  flow  of  raw 
cotton  supplies  to  Lancashire  as  has  hitherto  been  allowed  and  even 
favored.   This  has  tended  to  increase  British  imports  of  raw  cotton  so 
far  this  season.   In  addition  the  United  States  Export  Payment  Program 
and  the  improved  relative  prices  have  operated  in  favor  of  higher  takings 
of  American  in  relation  to  takings  of  other  growths. 
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It  is  believed  that  in  the  near  future  some  of  the  above  factors 
may  begin  to  affect  British  imports  and  cotton  consumption  adversely. 
As  the  increased  raw  cotton  prices  (and  increased  labor  costs)  are 
reflected  in  the  retail  prices  of  cotton  toxtiles,  sales  to  civilians 
tend  to  become  restricted  unless  their  incomes  have  increased  in  a  somewhat 
corresponding  manner,  particularly  in  the  event  subsequent  price  rises 
are  expected  to  bo  relatively  small.  Also  there  is  the  possibility  that 
before  long  the  governmental  war-time  economic  policies  may  become  less 
favorable  to  importation  of  cotton.   Mill  operations  on  Government  orders 
may  also  become  less  important  before  long. 

Mill  activity  in  both  sections  of  the  Lancashire  cotton  industry 
continued  high  throughout  November  and  the  first  half  of  December.  Un- 
employment in  the  cotton  industry  showed  a  further  decline  to  the  middle 
of  November  and  remained  considerably  below  a  year  earlier.  Demand  for 
coarse  yarns  for  the  wide  range  of  heavy  cloths  needed  for  the  forcos  and 
for  civil  defense  in  the  past  3  months  has  been  of  such  extraordinary 
proportions  that  a  bottle-neck  has  arisen  in  the  spinning  section  producing 
coarse  counts.  Government  requirements  are  generally  net,  but  ordinary 
commercial  customers  have  been  quoted  high  prices  and  distant  delivery 
dates  to  deter  them  from  placing  further  orders.   These  conditions  have, 
of  course,  had  unfavorable  repercussions  upon  Lancashire's  export  business, 
which  remained  unsatisfactory  and  continued  to  encounter  successful  competi- 
tion from  India,  Japan,  Italy,  and  the  United  States,  in  the  East  and  in 
South  America. 

In  trade  circles  the  suggestion  has  been  made  that  additional 
supplies  of  cotton  yarn  should  be  imported  even  though  it  would  be  difficult 
to  secure  such  yarn  supplies. 

Reported  forwar dings  of  raw  cotton  to  spinners  in  Great  Britain 
continue  to  run  substantially  above  last  year,  aid  from  August  1  to  the 
end  of  November  amounted  to  almost  a  million  running  bales.   This  was 
over  20  percent  more  than  in  the  corresponding  period  of  1938.   The  in- 
crease in  forwardings  of  American  and  Brazilian  was  17  percent  each,  in 
Egyptian  about  20  percent,  and  in  Peruvian  about  lUo  percent.   There  was 
a  decline  in  takings  of  East  Indian  cotton  of  about  20  percent.   November 
forwardings  to  spinners,  in  bales  of  approximately  UfE   pounds,  averaged 
almost  6^,000  bales  per  week,  compared  to  only  5^,000  in  October  and 
slightly  below  U6,000  in  November  1938.  November  forwardings  of  American 
cotton  were  particularly  largo  at  33,700  bales  compared  to  2b, 200  in 
October.   In  November  1933,  forwardings  of  American  were  less  than  70 
percent  of  the  November  1939  quantity.   It  should  be  noted  that  possibly 
some  of  these  socalled  forwardings  may  represent  the  movement  of  cotton 
to  interior  points  for  storage  as  a  protection  against  possible  air  raids. 

October  exports  of  British  cotton  yarns  and  manufactures  were 
valued  at  only  about  L3, 000, 000  ( $12,031, 5^) ,  compared  roughly  to 
£.2,900,000  ($11,585,37*0  in  September  and  LU, 200, 000  ($20,027,662)  in 
October  1932. 
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Cotton  control  -  The  appointment  on  November  10  of  a  Cotton  Con- 
troller has  not  affected  the  position  of  the  Cotton  Board,  which  will 
continue  in  "being.   Sir  Percy  Ashley  remains  Chairman  of  the  Board  and 
at  the  same  time  acts  as  Cotton  Controller.   It  appears  that  the  Cotton 
Board  is  to  operate  in  the  closest .possible  association  with  the  work  of 
the  Controller. 

Following  the  appointment  of  a  Cotton  Controller,  an  order  for  the 
control  of  the  cotton  industry  was  made  on  November  15  by  the  Minister 
of  Supply.   The  order  obligates  virtually  all  cotton  mill  establishments 
to  furnish  such  returns,  estimates,  and  other  information  relating  to 
business,  plant  and  machinery,  or  premises,  as  may  be  required  by  the 
Minister  of  Supply.   On  the  basis  of  this  order,  and  immediately  upon 
its  release,  the  Cotton  Controller  asked  1,600  firms  in  the  spinning, 
doubling,  and  weaving  sections  to  furnish,  not  later  than  November  3^1 
information  regarding  their  machinery  and  number  of  operatives  employed. 
Similar  information  will  Later  be  obtained  from  the  finishing  sections. 

Up  to  early  December  no  further  measures  had  been  taken  by  the 
Cotton  Controller,  hut  a  scheme  of  maximum  prices  for  yarns  and  possibly 
manufactures  is  expected  'to  be  set  up  soon.   A  regulation  of  raw  material 
supplies  and  allocation  of  deliveries  as  between  the  export  and  home  trade 
establishment s  were  also  envisaged. 

Cotton  deals  -  It  is  rumored  in  the  British  trade  that  the  British 
Government  has  purchased  hulk  quantities  of  Brazilian,  Feruvian,  and  Turkish 
cotton,  the  latter  possibly  destined  for  utilization  by  the  French  cotton 
mills. 

The  British  Government  on  November  19  declared  its  willingness  to 
buy  a  total  of  1,550,000  cantars  (about  320,000  bales  kfS   pounds)  - 
approximately  equivalent  to  previous  average  takings  of  Germany,  Austria, 
Czechoslovakia,  said  Poland  -  if  and  when  cotton  prices  at  Alexandria 
weaken  "below  the  closing  prices  of  November  ll.1'  Meanwhile,  Alexandria 
futures  have  further  risen.   Egypt  is,  therefore,  not  satisfied  by  the 
price  provisions  of  the  agreement,  and  negotiations  are  still  under  way. 
The  undertaking  is  linked  up  with  decisions  made  by  the  Egyptian  Govern- 
ment on  October  26  .and  30  to  purchase  all  futures  contracts  at  Alexandria 
if  and  when  quotations  fall  to  the  closing  level  of  October  25.   On  Novemher 
29  the  Government  at  Cairo  announced  a  shift  in  the  quotations  from  that  on 
October  25  to  that  on  Novemher  15,  thus  raising  the  "bottom"  of  the  Alex- 
andria market  by  about  10  percent.   This  move  is  hoped  to  facilitate  a 
price  agreement  with  Britain. 

F3ANCE 

November  reports  regarding  the  position  of  the  French  cotton  in- 
dustry were  hardly  less  uncertain  than  those  for  October.   Mill  activity 
in  general  was  high  in  those  establishments  which  were  favored  by  Govern- 
ment *rders,  while  sales  and  production  for  civilian  requirements  remained 
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restricted.      There  is  a  considerable  potential  demand  for  cotton  goods  in 
ordinary  trade  channels,   "but   the  industry  is  unable  to   cope  with  it  be- 
cause of  the  priority  of  contracts  with  the  military  authorities  and  for 
civil  defense.      Raw  material   supplies  as  well  as  the   supply  of  labor, 
which  has  been  adversely  affected  by  mobilization,   are  not   at  present 
sufficient  to  fill  civilian  needs  on  top   of  Government   requirements. 

French  manufacturers  were  gratified  by  the  announcement  on 
November  IS  that  the  National  Coomittee  for  the  Supervision  of  prices  had 
authorized  preliminary  price  increases  over  September  1933  °~   20  percent 
for  cotter.  ;T3.rn  and  of  from  12  to  15  percent   for  cotton  fabrics.      Further 
increases  arc   expected. 

The  G.  I.E..  C. ,  the  French  war-time  cotton  import  pool,  is  reported 
to  have  made  further  purchases  of  .American  cotton,  in  November  and  early 
December,  whereas  practically  no  Brazilian  cotton  has  been  bought.  Some 
Egyptian  a.od  Indian  cottons  have  oeen  purchased  direct  by  spinners  or 
Havre  cotton  merchants.  (Indian  and  Egyptian  cotton  may  be  acquired  direct 
by  merchants  and  spinners,  provided  that  an  import  license  is  granted  by 
the  G.I.H.C.)    2/ 

BELGIUM 

Mill  activity  and  new  business  of  the  Belgian  cotton  industry  - 
which  had  taken  a  substantial  upturn  in  the  2  months  previous  -  during 
November  was  hampered  by  factors  of  raw  supply.   Despite  higher  imports 
of  raw  cotton,  notably  American,  so  far  this  season,  the  mills  are  reluc- 
tant to  accept  further  commitments.   This  is  due  to  apprehension  as  to 
the  adequacy  of  raw  supplies,  existing  and  to  cone,  for  the  timely  ful- 
fillment cf  orders  on  hand.   Eigh  domestic  requirements,  including  thoso 
for  defense,  persist;  and  demand  from  Holland  continues  important.   The 
limiting  factor  in  Belgian  cotton  mill  activity,  therefore,  seems  to  be 
a  relative  scarcity  of  raw  material. 

CEffTBAl  EUROPE 


The  very  severe  reduction  which  cotton  mill  operations  and  civilian 
consumption  of  cotton-type  textile  goods  are  undergoing  in  the  present 
German  orbit  is  perhaps  indicated  by  a  new  rationing  system  which  has  been 
in  force  since  the  beginning  of  November  and  which  replaced  the  system  of 
purchase  permits  adopted  on  August  27,  1939*   The  clothing  cards  now  being 
distributed  in  Germany  cover  all  textile  articles  of  clothing  (except  such 
as  are  made  of  pure  silk  and  are  virtually  unobtainable)  ana  overcoats, 
as  well  as  bed  and  household  linen  (for  which  the  previous  certificate  or 
permit  system  continues).   Each  person  receives  a  card  of  coupons  which 
is  to  regulate  purchases  until  October  31,  19^0.   Each  card,  for  adults, 
contains  100  coupons  and  bears  a  list  of  articles  with  coupon  value  for 
each.   With  these  coupon  values  before  him,  the  holder  must  make  his  choice 
as  to  the  distribution  of  his  purchases  a.s  between  the  various  articles, 
altogether  not  to  exceed  a  total  of  100  coupons  in  the  next  12  months. 

2/  According  to  information  supplied  by  American  Consul  S.  H.  Wiley, 
American  Consulate,  Le  Havre,  France. 
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There  is  also  a  "time-rationing"  cf  the  rationing  coupons  to  the  effect 
that  JO   coupons  a re. available  at  once,  10  on  January  1,  20  on  March  1, 
20  on  May  1,  and  20  on  August  1.  Exceptions  from  this  rale  are  permissible 
in  the  case  of  purchase  of  an  article  highly  coupon- consuming,  such  as 
a  suit.   The  limit  of  100  coupons  per  year,  however,  remains.   There  are 
also  other  interesting  provisions  to  safeguard  against  waste  or  what  in 
the  circumstances  must  be  regarded  as  excessive  consumption.   Tims,  for 
instance,  a  woman  is  allowed  a  maximum  of  only  six  pairs  of  stockings  a 
year.   Four  of  these  she-  gets  at  the  equivalent  of  4  coupons  per  pair, 
while  for  the  other  two  she  must  surrender  S  coupons  a  pair.  Men  are 
allowed  five  pairs  of  socks  -  three  at  5  coupons  a  pair,  two  at  10  coupons 
a  pair. 

The  following  are  a  few  examples  of  coupon  values  for  a.  number  of 
textile  articles. 

WOMEN 


Article 


Coupons 


Art  i  ci  e 


Coupons 


Handkerchief 

Stc  ckings  

Socks  

Fabri c  gloves  

Scarf  

Jumper 

3"2  oz,  knitting  wool  ... 

Jacket  and  slacks  

1  meter  woolen  material 

up  to  yard  wide  

1  meter  other  material 

Up   to  yard  wide , 


4 

4 

5 
5 

25 
7 

25 

14 
g 


Petticoat    15 

Combinations  10 

Apron   12 

Pyjamas   25 

Nightdress  IS 

Cami  sole 6 

Woolen  dress   40 

Dress,   other  material  30 

jDlouse   ....................  l-j 

o^v-^rT)    .....................  t-'J 

Costume 45 

Bathing  cloak 30 


MM 


Article 


Coupons 


Art  i  cl e 


Coupons 


Hankdc  r  chi ef   , 

Socks , 

Fabric  gloves 

Scarf   

Pullover  .... 
Pants,    long   .. 
TJhdervest 
Combinations   , 

Shirt  

Collar  

Night  shirt  . . 
Pyjamas  


D 

7 

7 

30 

20 

15 

25 
20 

3 

25 
30 


Suit  

Trimmings  for  ditto  if 
material  in  hand  . . 

T  reus  or  s ■• 

Jacket  


Wint er  jacket 

Raincoat  other  than  rub- 
ber or  dust  coat  ..... 

Bathing  cloak  

Tie , 

3-0  oz.  knitting  wool  .... 


60 

30 
20 

"^2 

40 

50 
30 

1 

7 


According  to  the  Herd  Industrial  (Lille,  France)  of  November  IS, 
1939.  information  received  from  Moscow  indicates  that  efforts  are  being 
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rap.de  on  the  part  of  Germany  to  obtain  100,000  metric  tons  of  raw  cotton 
iron  the  Soviet  Union  -  a  quantity  which  equals  approximately  ^50,000 
"bales  of  473  pounds.   The  Soviet  authorities  are  reported  not  to  have  de- 
cided yet  as  to  whether  or  not  this  much  cotton  will  "be  delivered. 

ORIENT;   Cotton  mill  consumption  shows  slight  increase  hut  is 
still  lor;  in  Japan  and  China 

Cotton  yarn  production  in  Japan  in  October  increased  slightly  more 
than  10  percent  over  September  and  was  somewhat  higher  than  in  October  153&. 
A  further  increase  is  believed  to  have  occurred  in  November  and  early 
December,  although  the  quantity  actually  produced  has  not  yet  been  reported. 
It  is  believed  that  the  vigorous  efforts  of  the  Japanese  spinners  to  obtain 
substantially  larger  allotments  of  power  for  operating  their  mills  has  re- 
sulted in  their  obtaining  substantially  larger  allotments.   Some  increase 
in  output  is  said  to  have  occurred,  however,  as  a  result  of  increases  in 
the  speed  and  efficiency  of  the  spinning  operations.   Shipments  of  cloth 
to  Yen  bloc  areas  increased  somewhat  during  October,  but  shipments  to  foreign 
currency  areas  were  less  than  in  September.  Nevertheless,  it  is  expected 
that  reduced  competition  from  British  cotton  textiles  may  soon  result  in 
substantially  larger  exports  of  Japanese  goods.   Despite  the  recent  indi- 
cated increase  in  mill  activity,  cotton  consumption  in  Japan  is  now  materially 
less  than  before  the  outbreak  of  the  war  with  China  in  the  summer  of  1937* 

During  November  mill  activity  in  Shanghai  increased  slightly  over 
October  and  in  Tientsin  operations  also  increased,  but  they  decreased  in 
Tsingtao.   Total  cotton  consumption  in  China,  including  Manchuria,  in 
October  is  estimated  at  1^0,000  bales  compared  with  135.0CO  bales  in  Sep- 
tember.  Considerable  difficulties  a.re  being  encountered  in  obtaining  raw 
cotton  in  some  areas.   In  the  Japanese-occupied  area  of  north  China  cotton 
consumption  is  expected  to  be  restricted  as  a  result  of  export  shipments  to 
Japan.   The  China  Affairs  Board1 s  North  China  Liason  Office,  however,  has 
formulated  a  plan  to  increase  the  supply  of  ra?/  cotton  by  hastening  .and  in- 
creasing the  movement  from  rural  districts. 

Indian  cotton  mill  consumption  in  October  was  approximately  equal  to 
the  record  October  high  of  the  past  2  years  and  was  slightly  higher  than 
consumption  in  September.   There  is  reason  to  believe  activity  was  further 
increased  in  November  and  early  December.   The  increased  wages  in  the  British 
cotton  textile  industry  and  increased  transportation  costs  are  believed  to 
have  reduced  the  competition  Indian  mills  are  receiving  from  British  cotton 
textiles.   As  indicated  elsewhere,  the  value  of  the  total  exports  of  British 
cotton  textiles  has  declined  sharply  as  compared  with  a  year  ago, 

SUPPLY 

Total  supply  unchanged,  "free"  sup-ply  of  American  slightly  increased 

Present  estimates  cf  the  total  world  supply  of  American  and  foreign 
cotton  available  for  the  1939*-*W  season  are  essentially  the  same  as  those 
released  a  month  ago.   The  recent  rise  in  domestic  cotton  prices,  however, 
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has  resulted  in  a  considerable  redaction   in  the  quantity  of  cotton  held 
"by  the  Govern:  lent   as  collateral  on  loans  to  farmers.     Up  to  December  21 
requests  for  the   release  of  only  185,000  "bales  of  such  cotton  had  been 
received  by  fchc  Commodity  Credit   Corporation,   but   farriers  are  believed  to 
have  released  many  thousands  of  addition  I  biles,   which  had  not  boon  re- 
ported to   the   Commodity   Credit   Corporation  up   to   that   tine. 

Est i ua to  of  Indian   crop    shows   sufc 


The  1939*"^0  production  cf   Indian  cotton  was  recently  officially 
estinated  at   approximately  3>k6>0,000  bales  of  ^+7^  pounds,   according  to  a 

cable  from  the  International   Institute  of  Agriculture  at  Rone.     This 
estinate,   which  is  based  on  the  acreage  planted  up  to  December  15,    is  9 
percent   less   than  the   comparable   estimate   for  last    season.      The  acreage 
planted  to  December  15  this  year  was  estinated  at   20,UbO,000  acres  which 
is   11  percent   less   than  plantings  to   the   sane  date  last    season. 


